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(4) Choose to leave his or her money
in the Plan.

(b) If the participant does not take
one of the actions described in para-
graph (a) of this section, payment will
be made as scheduled.

(c) No spousal rights attach to any
post-employment withdrawals made to
a participant whose account balance is
$3,500 or less.

(d) If a participant’s account balance
is $3,500 or less after separation but
later increases to more than $3,500, this
section will cease to apply to that par-
ticipant.

(e) This section does not apply to ac-
counts containing a balance of less
than $5.00.

Subpart D—In-Service Withdrawals

§1650.30 Age-based withdrawals.

(a) A participant who reached age
59%, and who has not separated from
Government employment is eligible to
withdraw all or a portion of his or her
vested TSP account balance in a single
payment. The amount of an age-based
in-service withdrawal request must be
at least $1,000.

(b) The participant may request that
the TSP transfer all or a portion of the
withdrawal to an Individual Retire-
ment Arrangement (IRA) or other eli-
gible retirement plan. If a participant
chooses to receive directly all or a por-
tion of the withdrawal, the TSP will
withhold for Federal income tax pur-
poses 20 percent of all amounts paid di-
rectly to the participant.

(c) A participant is permitted only
one age-based in-service withdrawal.

§1650.31 Financial
drawals.

(a) A participant who has not sepa-
rated from Government employment
and who demonstrates financial hard-
ship is eligible to withdraw all or a por-
tion of his or her own contributions to
the TSP and their attributable earn-
ings in a single payment to meet cer-
tain specified financial obligations.
The amount of a financial hardship in-
service withdrawal request must be at
least $1,000. A participant will dem-
onstrate financial hardship if he or she
meets one or both of the following
tests:

hardship  with-

§1650.31

(1) The participant’s monthly cash
flow is negative, i.e., net income is less
than ordinary monthly household ex-
penses based on TSP calculations; and/
or

(2) The participant has incurred or
will incur within the next six months
an extraordinary expense which he or
she has not paid, for which there has
not been and will not be reimburse-
ment (as defined in §1650.1), and which
cannot be met by his or her monthly
cash flow over a period of six months.
Extraordinary expenses are limited to
the following four types:

(i) Medical expenses payable by the
participant and related to the treat-
ment of the participant, the partici-
pant’s spouse, or the participant’s de-
pendents. Generally, eligible expenses
are those that would be eligible for de-
duction for Federal income tax pur-
poses, but without regard to the Inter-
nal Revenue Service’s (IRS) income
limitations on deductions. However,
the following IRS allowable expenses
are excluded from TSP unreimbursed
medical expenses: health insurance
premiums and expenses associated with
household improvements required as a
result of a medical condition, illness,
or injury to the participant, the par-
ticipant’s spouse, or the participant’s
dependents. These items are already
taken into account elsewhere in the fi-
nancial hardship determination;

(ii) The cost of household improve-
ments required as a result of a medical
condition, illness or injury to the par-
ticipant, the participant’s spouse, or
the participant’s dependents, which is
eligible for deduction as a medical ex-
pense for Federal income tax purposes,
but without regard to the IRS income
limitations on deductions or the fair
market value of the property. House-
hold improvements are changes to the
participant’s living quarters or the in-
stallation of special equipment that is
necessary to accommodate the cir-
cumstances of the incapacitated per-
son;

(iii) The cost of repairs or replace-
ment resulting from casualty loss that
would be eligible for deduction for Fed-
eral income tax purposes, but without
regard to the IRS income limitations
on deductions, fair market value of the
property, or number of events. This is
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§1650.32

sudden property loss resulting from
damage or destruction by fire, storm,
or other casualty, or due to theft of
property; and

(iv) Legal costs, which are defined as
attorney fees and court costs, associ-
ated with separation or divorce. Unpaid
legal costs do not include alimony or
child support payments or settlements
a participant must pay a spouse or
former spouse.

(b) The amount of a participant’s fi-
nancial hardship withdrawal cannot ex-
ceed the smallest of the following:

(1) The amount requested;

(2) The amount in the participant’s
account that is equal to his or her own
contributions and attributable earn-
ings; or

(3) The gross amount which would,
subject to a request made under
§1650.42(b), result in a net disbursement
to the participant (after the mandatory
Federal income tax with holding) of
enough funds to both:

(i) Make up the participant’s nega-
tive cash flow for a period of six
months in the case of a financial hard-
ship withdrawal based on ordinary
monthly household expenses; and

(i) Pay the extraordinary expense
upon which the participant’s financial
hardship withdrawal is based. If the
participant has a negative cash flow,
the amount of the net disbursement
based on extraordinary expense is
equal to the amount of the extraor-
dinary expense. If there is a positive
cash flow, the amount is equal to the
amount of the expense minus six times
the amount of the calculated monthly
positive cash flow.

§1650.32 Contributing to the TSP after
an in-service withdrawal.

(a) A participant’s TSP contribution
election will not be affected by an age-
based in-service withdrawal; there fore,
his or her TSP contributions will con-
tinue without interruption.

(b) A participant who obtains a finan-
cial hardship in-service withdrawal
may not contribute to the TSP for any
pay date falling within a period of six
months, beginning on the 46th day
after the date of the withdrawal and
ending 180 days after this beginning
date; therefore, his or her TSP con-
tributions (and any applicable match-
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ing contributions) will be discontinued
by his or her agency upon notification
by the TSP. A participant whose TSP
contributions were discontinued by his
or her agency because of a hardship
withdrawal can resume contributions
any time after expiration of the six
month period by submitting a new TSP
Election Form (TSP-1). If a participant
voluntarily terminated TSP contribu-
tions, he or she can resume contribu-
tions at the expiration of the six-
month period, or in the next open sea-
son during which the participant would
be eligible to submit a new Form TSP-
1, whichever is later.

8§1650.33 Uniqueness of loans and

withdrawals.

An outstanding TSP loan cannot be
converted into an in-service with-
drawal, and vice versa; nor can an in-
service withdrawal be returned or re-
paid.

Subpart E—Procedures for In-
Service Withdrawals

§1650.40 How to obtain an age-based
in-service withdrawal.

To request an age-based in-service
withdrawal, a participant must submit
to the TSP Service Office a properly
completed withdrawal election on
Form TSP-75, Age-Based In-Service
Withdrawal Request.

§1650.41 How to obtain a financial
hardship in-service withdrawal.

To request a financial hardship in-
service withdrawal, a participant must
submit to the TSP Service Office a
properly completed request for with-
drawal on Form TSP-76, Financial
Hardship In-Service Withdrawal Re-
quest, a current earnings and leave
statement, and supporting documenta-
tion for any extraordinary expenses
listed on the application.
§1650.42 Taxes related to in-service
withdrawals.

(a) An in-service withdrawal is an eli-
gible rollover distribution under the
Internal Revenue Code (IRC), and the
IRC requires that the Board withhold
at least 20 percent for Federal income
tax purposes from any portion of the
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